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U S. CHARGES FORMER BANK OF CH NA EMPLOYEE AND TWO
OTHERS W TH DEFRAUDI NG BANK OF MORE THAN $25 M LLI ON

DAVID N KELLEY, the United States Attorney for the
Sout hern District of New York, announced that JOHN CHOU, SHERRY LI U
and PATRI CK YOUNG - a former account manager at the Bank of China,
New York Branch — were arrested today in connection with a schene
to defraud t he Bank of China, New York Branch, out of nore than $25
mllion.

According to an Indictnment unsealed today in Manhattan
federal court, CHOU and LIU, who are married, controlled a nunber
of corporate entities (“the CHOU LIU conpani es”) and purportedly
engaged in, anong other things, the netal trading business.
Bet ween 1991 and 2000, the CHOU LI U conpani es obtai ned extensive
lines of credit fromthe Bank of China which allowed themto borrow
nmoney through various neans, including through the opening of
docunentary letters of credit. According to the Indictnent, such

letters are instruments comonly used in international trade



transactions that allow a shi pper of goods to obtain paynent from
the bank by presenting certain docunents (typically including a
transportation docunent (e.q., a bill of lading), a comrercial
i nvoi ce, a packing list and an inspection certificate).

The Indictnent charges that from at |east October 1991
and up to about July 2002, CHOU, LIU and YOUNG executed a schene to
defraud the Bank of China by inducing the Bank to pay the
beneficiaries of letters of credit and to extend other financing
for international trade transactions that never took place. The
I ndi ctmrent charges that CHOU and LIU created fraudulent trade
docunents to make it appear that the CHOJU LIU conpanies were
pur chasi ng goods from overseas. The Indictnment charges that CHOU
and LI U used noney obtai ned with the fraudul ent trade docunentati on
to extend loans to their other businesses and to enrich thensel ves
and their famly.

The I ndictnment charges that, because the Bank of China
was issuing only short termloans to the CHOU LI U conpani es, CHOU
and LIU repeatedly presented fraudul ent docunents to induce the
Bank of China to extend additional short terml oans for nonexi stent
trade transactions. CHOU and LIU allegedly used the proceeds of
| ater short term loans to pay back ol der short term | oans. In
addition, according to the Indictnent, CHOU and LI U asked t he Bank
of China to increase their credit lines and to open new credit

facilities for additional CHOU LIU conpani es. The | ndi ct nment



charges that, when this Ponzi schene collapsed and the CHOU LIU
conpani es defaulted on their |oans, they owed the Bank of China
nore than $25 mllion.

The I ndi ctnent charges that between 1994 and 1999,
PATRI CK YOUNG was the Bank of China, New York Branch's account
manager for the wvarious CHOU LIU conpani es. YOUNG prepared
numer ous nenoranda recomendi ng extensions and increases in the
credit lines of the CHOU LIU conpanies. The 1 ndi ctnent charges
that in some of these nenoranda, YOUNG deliberately m sstated the
collateral securing the credit lines by stating that the credit
lines were secured by first nortgages on certain properties. 1In
fact, the Indictnment charges that YOUNG had previously executed
docunents that subordi nated these nortgages to nortgages held by
anot her | ender.

The I ndi ct nent al so charges that i n August 1996, CHOU and
LIU paid a $120,000 bribe to YOUNG in connection with YOUNG s
handling of lines of credit issued by the Bank of China, New York
Branch to CHOU and LI U s busi nesses.

The I ndi ct mrent charges CHOU, LI U and YOUNG wi t h one count
of conspiracy and one count of bank fraud. 1In addition, CHOU and
LIU are charged with one count of bribery of a bank enpl oyee, and
YOUNG i s charged with one count of accepting a bribe.

If convicted, CHOU, LIU and YOUNG face a maxi mum sent ence



of 5 years in jail and a $250,000 fine or twi ce the gross gain or
loss from the offense on the conspiracy count; and a naxi num
sentence of 30 years in jail and a $1 mllion fine on the bank
fraud and bank bribery counts.

CHOU, LIU, and YOUNG were arrested earlier today and are
schedul ed to be arraigned in Manhattan federal court |ater today.
The case was assigned to United States District Judge GERARD E.
LYNCH

CHOU, 43, and LIU, 44, reside in Al pine, New Jersey.
YOUNG, 46, resides in Massapequa, New YorK.

M. KELLEY praised the efforts of the FBlI, which
conducted the investigation. M. KELLEY is a nenber of the
President’s Corporate Fraud Task Force.

Assistant United States Attorney ANDREW L. FISH is in
charge of the prosecution.

The charges announced in the Indictnent are nerely
accusations, and the defendants are presuned innocent unless and
until proven guilty.
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